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MONEY AS A ME 


The use of money spans a very large 
part of our everyday life. Look around 
you and you would easily be able to 
identify several transactions involving 
money in any single day. Can you 
make a list of these? In many of these 
transactions, goods are being bought 
and sold with the use of money. In 
some of these transactions, services 
are being exchanged with money. For 
some, there might not be any actual 
transfer of money taking place now 
but a promise to pay money later. 


Have you ever wondered why 
transactions are made in 
money? The reason is simple. 

A person holding money can easily 
exchange it for any commodity or 
service that he or she might want. 
Thus everyone prefers to receive 
payments in money and then 
exchange the money for things that 
they want. Take the case of a shoe 
manufacturer. He wants to sell shoes 
in the market and buy wheat. The 
shoe manufacturer will first exchange 
shoes that he has produced for 
money, and then exchange the money 
for wheat. Imagine how much more 


M OF EXCHANGE 


difficult it would be if the shoe 
manufacturer had to directly 
exchange shoes for wheat without the 
use of money. He would have to look 
for a wheat growing farmer who not 
only wants to sell wheat 
but also wants to buy the 
shoes in exchange. 
That is, both parties 
have to agree to 
sell and buy each 
| others commodities. 
-\ This is known as 
double coincidence 
of wants. What a person 
desires to sell is exactly what the 
other wishes to buy. In a barte! 


I'LL GIVE 
YOU SHOES 
FOR YOUR 
WHEAT. 


In contrast, in an economy where 
money is in use, money by providing 
the crucial intermediate step 
eliminates the need for double 
coincidence of wants. It is no longer 
necessary for the shoe manufacturer 
to look for a farmer who will buy his 
shoes and at the same time sell him 


MoNeY AND CrED/ THK]: 


| DON'T NEED 
SHOES. | NEED 
CLOTHES. 


| WANT SHOES. 
BUT | DON'T HAVE 
WHEAT. 
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Q2. Why money is called medium of exchange? 
Q3. Who authorise money as a medium of exchange? 
OQ4. How to withdraw the deposit money from bank? 


wheat. All he has to do is find a buyer* 
for his shoes. Once he has exchanged 
his shoes for money, he can purchase 
wheat or any other commodity in the 
market. 


LET’S WORK THESE OUT 


1. How does the use of money make it easier to exchange things? 


2. Can you think of some examples of goods / services being exchanged or wages being 
paid through barter? 


(may be 2500 
years old) 


We have seen that money is 
something that can act as a medium 
of exchange in transactions. Before 
the introduction of coins, a variety of 
objects was used as money. For 
example, since the very early ages, 
Indians used grains and cattle as 
money. Thereafter came the use of 
metallic coins — gold, silver, copper 
coins — a phase which continued well 
into the last century. 


Currency 


Modern forms of money include 
currency — paper notes and coins. 
Unlike the things that were used as 
money earlier, modern currency is not 
made of precious metal such as gold, 
silver and copper. And unlike grain 
and cattle, they are neither of 
everyday use. The modern currency 
is without any use of its own. 


Then, why is it accepted as a 
medium of exchange’ 


no other individual or 


MODERN FORMS OF MONEY 


organisation is allowed to issue 
currency. Moreover, the law legalises 
the use of rupee as a medium of 
payment that cannot be refused in 
settling transactions in India. No 
individual in India can legally refuse 
a payment made in rupees. Hence, 
the rupee is widely accepted as a 
medium of exchange. 


Deposits with Banks 


The other form in which people hold 
money is as deposits with banks. At 
a point of time, people need only some 
currency for their day-to-day needs. 
For instance, workers who receive 
their salaries at the end of each month 
have extra cash at the beginning of 
the month. What do people do with 
this extra cash? They deposit it with 
the banks by opening a bank 
account in their name. Banks accept 
the deposits and also pay an amount 
as interest on the deposits. In this way 
people’s money is safe with the 
banks and it earns an amount as 
interest. People also have the 
provision to withdraw the money as 
and when they require. Sinc 





Q5. What is the facility of cheques against demand deposits? 


Demand deposits offer another made by cheques instead of cash. 


interesting facility. It is this facility 
which lends it the essential 
characteristics of money (that ofa 
medium of exchange). You would 
have heard of payments being 


For payment through cheque, the 
payer who has an account with the 
bank, makes out a cheque for a 
specific amount. A cheque is a 
paper instructing the bank to pay 


a specific amount from the 
person’s account to the person in 
whose name the cheque has been 
issued. 


LET US TRY AND UNDERSTAND 
HOW CHEQUE PAYMENTS ARE 
MADE AND REALISED WITH 
AN EXAMPLE. 


Cheque Paymenty 


A shoe manufacturer, M. Salim has to make a payment to the leather supplier and writes 
a cheque for a specific amount. This means that the shoe manufacturer instructs his 
bank to pay this amount to the leather supplier. The leather supplier takes this cheque, 
and deposits it in his own account in the bank. The money is transferred from one bank 
account to another bank account in a couple of days. The transaction is complete without 
any payment of cash. 
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Cheque number Coding used by banks 


You must remember the role that 
the banks play here. But for the 
banks, there would be no demand 
deposits and no payments by 
cheques against these deposits. The 


Thus we see that demand deposits 
share the essential features of money. 


bank , 


Since demand deposits are accepted 
widely as a means of payment, along 
with currency, they constitute money 
in the modern economy. 


Check Card 


Joe 


modern forms of money — currency 
and deposits — are closely linked to 
the working of the modern banking 
system. 
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Q6. Where do major portion of bank deposits go? 


LET’S WORK THESE OUT 


1. M. Salim wants to withdraw Rs 20,000 in cash for making payments. How would he 
write a cheque to withdraw money? 


2. Tick the correct answer. 
After the transaction between Salim and Prem, 


(i) Salim’s balance in his bank account increases, and Prem’s balance increases. 
(ii) Salim’s balance in his bank account decreases and Prem’s balance increases. 
(iii) Salim’s balance in his bank account increases and Prem’s balance decreases. 
3. Why are demand deposits considered as money? 


LOAN ACTIVITIES OF BANKS 


DEPOSITORS 


Let us take the story of banks further. 
What do the banks do with the 
deposits which they accept from the 
public? There is an interesting 
mechanism at work here. Banks keep 
only a small proportion of their 
deposits as cash with themselves. For 
example, banks in India these days 
hold about 15 per cent of their 
deposits as cash. This is kept as 
provision to pay the depositors who 
might come to withdraw money from 
the bank on any given day. Since, on 
any particular day, only some of its 
many depositors come to withdraw 
cash, the bank is able to manage with 
this cash. 


People make 
deposits 


People make 
withdrawals and 
get interest 


huge demand for loans for various 
economic activities. We shall read more 
about this in the following sections. 
Banks make use of the deposits to 
meet the loan requirements of the 
people. In this way, banks mediate 
between those who have surplus 
funds (the depositors) and those who 
are in need of these funds (the 
borrowers). Banks charge a higher 
interest rate on loans than what they 
offer on deposits. The difference 
between what is charged from 
borrowers and what is paid to 
depositors is their main source of 
income. 


Mee do you think would happen 
the depositors went to ask 
for their money at the same time? 


BORROWERS 
People take 
loans 


4 
ee 6 
— ¥ 
People repay 
loans with 
interest 
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Q7. Who monitors the bank to maintain cash balance? 


FORMAL SECTOR CREDIT IN INDIA 


We have seen in the 
above examples that 
people obtain loans from 
various sources. The 
various types of loans 
can be conveniently 
grouped as formal 
sector loans and 
informal sector loans. 
Among the former 
are loans from banks 
and cooperatives. The 
informal lenders include 
moneylenders, traders, 
employers, relatives and 
friends, etc. In Graph 1 
you can see the various 
sources of credit to rural 
households in India. Is more credit 
coming from the formal sector or the 
informal sector? 


The Reserve Bank of India 
supervises the functioning of formal 
sources of loans. For instance, we 
have seen that the banks maintain a 
minimum cash balance out of th 
deposits they receive. TI 2 


Other non 


Relatives and 
Friends 8% 


Land Lord 1% 





BUT WHY SHOULD 
A BANK WANT US TO 
HAVE A HIGHER INCOME? 


Institutional 
Agencies 2% 


Graph 1 : Sources of Credit per Rs 1000 
of Rural Households in India in 2012 


Government 1% 


Cooperative 
Society/Bank 25% 


Other Institutional 


Agencies 5% 





the RBI sees that the banks give loans 
not just to profit-making businesses 
and traders but also to small 
cultivators, small scale industries, to 
small borrowers etc. Periodically, 
banks have to submit information to 
the RBI on how much they are 
lending, to whom, at what interest 
rate, etc. 


There is no organisation which 
supervises the credit activities of 
lenders in the informal sector. They 
can lend at whatever interest rate they 





Q8. Why poor households are still dependent on informal 


sources of credit? 


Most loans from informal lenders 
carry a very high interest rate and do 
little to increase the income of the 
borrowers. Thus, it is necessary 
that banks and cooperatives 
increase their lending particularly 
in the rural areas, so that the 
dependence on informal sources 


Secondly, while formal sector 
loans need to expand, it is also 
necessary that everyone receives 
these loans. At present, it is the richer 
households who receive formal credit 
whereas the poor have to depend on 
the informal sources. It is important 
that the formal credit is distributed 


of credit reduces. more equally so that the poor can 


benefit from the cheaper loans. 


LET’S WORK THESE OUT 


1. What are the differences between formal and informal sources of credit? 
2. Why should credit at reasonable rates be available for all? 


3. Should there be a supervisor, such as the Reserve Bank of India, that looks into the 
loan activities of informal lenders? Why would its task be quite difficult? 


. Why do you think that the share of formal sector credit is higher for the richer households 
compared to the poorer households? 


DO YOU THINK A BANK 
WILL GIVE ME A 


r +e 


SELF-HELP GROUPS FOR THE POOR 


In the previous 


wehaveseen documents and collateral. Absence of 
ill, collateral is one of the major reasons 
which prevents the poor from getting 
bank loans. Informal lenders such as 
moneylenders, on the other hand, 
know the borrowers personally and 
hence are often willing to give a 
lo rom) loan without collateral. The borrowers 

es. As we saw for can, if necessary, approach the 
oans require proper moneylenders even without repaying 
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their earlier loans. However, the 
moneylenders charge very high rates 
of interest, keep no records of the 
transactions and harass the poor 
borrowers. 


In recent years, people have tried 

out some newer ways of providing 
loans to the poor. The idea is to 
organise rural poor, in particular 
women, into small Self Help Groups 
(SHGs) and pool (collect) their 
savings. A typical SHG has 15-20 
members, usually belonging to one 
neighbourhood, who meet and save 
regularly. Saving per member varies 
from Rs 25 to Rs 100 or more, 
depending on the ability of the people 
to save. Members can take small loans 
from the group itself to meet their 
needs. The group charges interest on 
these loans but this is still less than 
what the moneylender charges. After 
a year or two, if the group is regular 
in savings, it becomes eligible for 
availing loan from the bank. 
Loan is sanctioned in the 
name of the group and is 
meant to create self- 
employment opportunities 
for the members. For 
instance, small loans are 
provided to the members for 
releasing mortgaged land, 
for meeting working capital 
needs (e.g. buying seeds, 
fertilisers, raw materials 
like bamboo and cloth), for 
housing materials, for 
acquiring assets like sewing 
machine, handlooms, cattle, 
etc. 


Most of the important 
decisions regarding the 
savings and loan activities 
are taken by the group 
members. The group 
decides as regards the loans 


to be granted — the purpose, amount, 
interest to be charged, repayment 
schedule etc. Also, it is the group 
which is responsible for the repayment 
of the loan. Any case of non- 
repayment of loan by any one 
member is followed up seriously by 
other members in the group. Because 
of this feature, banks are willing to 
lend to the poor women when 
organised in SHGs, even though they 
have no collateral as such. 


They can get timely loans 
for a variety of purposes and at a 
reasonable interest rate. Moreover, 
SHGs are the building blocks of 
organisation of the rural poor. Not 
only does it help women to become 
financially self-reliant, the regular 
meetings of the group provide a 
platform to discuss and act on a 
variety of social issues such as health, 
nutrition, domestic violence, etc. 


Q8. Who helps the borrowers to overcome the problem of lack 


of collateral? 


A women’s self-help group 


meeting in Gujarat 
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Q8. Which bank is one of the biggest success in reaching the 
poor to meet their credit needs at reasonable rates. 


Grameen Bank of Banglades 


“If credit can be made available to 
the poor people on terms and 
conditions that are appropriate and 
reasonable these millions of small 
people with their millions of small 
pursuits can add up to create the 
biggest development wonder.” 

Professor Muhammad Yunus, 
the founder of Grameen Bank, 
and recipient of 2006 Nobel Prize for Peace 


e 19 
Grameen Bank in Oc! 

million members in about 81,390 villages spread 
across Bangladesh. Almost all of the borrowers 
are women and belong to poorest sections of 
the society. These borrowers have proved that 
not only are poor women reliable borrowers, but 
that they can start and run a variety of small 
income-generating activities successfully. 


In this chapter we have looked at the 
modern forms of money and how they 
are linked with the banking system. 
On one side are the depositors who 
keep their money in the banks and on 
the other side are the borrowers who 
take loans from these banks. Economic 
activities require loans or credit. Credit, 
as we saw can have a positive impact, 
or in certain situations make the 
borrower worse off. 


Credit is available from a variety of 
sources. These can be either formal 
sources or informal sources. Terms of 


credit vary substantially between 
formal and informal lenders. At 
present, it is the richer households 
who receive credit from formal sources 
whereas the poor have to depend on 
the informal sources. It is essential 
that the total formal sector credit 
increases so that the dependence on 
the more expensive informal credit 
becomes less. Also, the poor should 
get a much greater share of formal 
loans from banks, cooperative 
societies etc. Both these steps are 
important for development. 


1. In situations with high risks, credit might create further problems for the borrower. 
Explain. 


2. How does money solve the problem of double coincidence of wants? Explain with 
an example of your own. 


3. How do banks mediate between those who have surplus money and those who 
need money? 


Look at a 10 rupee note. What is written on top? Can you explain this statement? 
Why do we need to expand formal sources of credit in India? 

What is the basic idea behind the SHGs for the poor? Explain in your own words. 
What are the reasons why the banks might not be willing to lend to certain borrowers? 
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Ql. Where do MNCs set up their production? 
Q2. Investments made by MNCs are called foreign 


investments? 


In this example the MNC is not only 
selling its finished products globally, 
but more important, the goods and 
services are produced globally. As 
aresult, production is organised in 
increasingly complex ways. The 
production process is divided into 
small parts and spread out across the 
globe. In the above example, China 
provides the advantage of being a 
cheap manufacturing location. 
Mexico and Eastern Europe are useful 


for their closeness to the markets 
in the US and Europe. India has 
highly skilled engineers who can 
understand the technical aspects of 
production. It also has educated 
English speaking youth who can 
provide customer care services. And 
all this probably can mean 50-60 per 
cent cost-savings for the MNC! 
The advantage of spreading out 
production across the borders to the 
multinationals can be truly immense. 


LET’S WORK THIS OUT 


Complete the following statement to show how the production process in the garment 
industry is spread across countries. 


The brand tag says ‘Made in Thailand’ but they are not Thai products. We dissect 
the manufacturing process and look for the best solution at each step. We are 
doing it globally. In making garments, the company may, for example, get cotton 


fibre from Korea, 


In addition, 
MNCs might look for government 
policies that look after their interests. 
You will read more about the policies 
later in the chapter. 


Having assured themselves of these 
conditions, MNCs set up factories and 
offices for production. The money that 
is spent to buy assets such as land, 
building, machines and other 


equipment is called investment. 


—— 
e with the hope that these 
assets will earn profits. 


‘is 


At times, MNCs set up production 
jointly with some of the local 
companies of these countries. The 


. benefit to the local company of such 
joint production is two-fold. First, 


MNCs can provide money for 
additional investments, like buying 
new machines for faster production. 
Second, MNCs might bring with them 
the latest technology for production. 


WE WILL SHIFT 
THIS FACTORY TO 
ANOTHER COUNTRY. 
IT HAS BECOME 
EXPENSIVE HERE! 
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But the most common route for 
MNC investments is to buy up local 
companies and then to expand 
production. MNCs with huge wealth 
can quite easily do so. To take an 
example, Cargill Foods, a very large 
American MNC, has bought over 
smaller Indian companies such as 
Parakh Foods. Parakh Foods had 
built a large marketing network in 
various parts of India, where its brand 
was well-reputed. Also, Parakh Foods 
had four oil refineries, whose control 
has now shifted to Cargill. Cargill is 
now the largest producer of edible oil 
in India, with a capacity to make 5 
million pouches daily! 


In fact, many of the top MNCs 
have wealth exceeding the entire 
budgets of the developing country 
governments. With such enormous 
wealth, imagine the power and 
influence of these MNCs! 


There’s another way in which 
MNCs control production. Large 
MNCs in developed countries place 
orders for production with small 
producers. Garments, footwear, 
sports items are examples of 
industries where production is 
carried out by a large number of 
small producers around the world. 


Women at home in Ludhiana making footballs for large MNCs 


Q3. What are the variety of ways i which the MNCs are 
spreading their production? 


Jeans produced in developing countries being 
sold in USA for Rs 6500 ($145) 


The products are supplied to the 
MNCs, which then sell these under 
their own brand names to the 
customers. These large MNCs have 
tremendous power to determine price, 
quality, delivery, and labour 
conditions for these distant 
producers. 


Thus, we see that there are a 
variety of ways in which the MNCs are 
spreading their production and 
interacting with local producers in 


various countries across the globe: By ) 


r 


MNCs are exerting 
a strong influence on production 
at these distant locations. As a 
result, production in these widely 
dispersed locations is getting 
interlinked. 
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O4. What helps in connecting markets of different countries? 


In general, with the opening of 
trade, goods travel from one market 
to another. Choice of goods in the 
markets rises. Prices of similar goods 
in the two markets tend to become 
equal. And, producers in the two 
countries now closely compete against 
each other even though they are 


Small traders of readymade garments facing stiff 
competition from both the MNC brands and imports. 


WORK THESE OUT 


. What was the main channel connecting countries in the past? How is it different 
now? 


2. Distinguish between foreign trade and foreign investment. 
3. In recent years China has been importing steel from India. Explain how the import 
of steel by China will affect. 
(a) steel companies in China. 
(b) steel companies in India. 
(c) industries buying steel for production of other industrial goods in China. 


. How will the import of steel from India into the Chinese markets lead to integration 
of markets for steel in the two countries? Explain. 


In the past two to three decades, more 

and more MNCs have been looking for 

locations around the world which 

would be cheap for their production. 

Foreign investment by MNCs in these , Sh BE CAREFUL! THATS 
countries has been rising. At the same \ OUR WORLD YOU'RE 
time, foreign trade between countries yy S ps 0 ed 
has been rising rapidly. A large part oe HAVE TO PAY THE 
of the foreign trade is also controlled a PRICE! 

by MNCs. For instance, the car a 
manufacturing plant of Ford Motors 
in India not only produces cars for the 
Indian markets, it also exports cars 
to other developing countries and 
exports car components for its many 
factories around the world. Likewise, 
activities of most MNCs involve 
substantial trade in goods and also 
services. 


15 FUN! 
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Q5. How government can use trade barrier? 
Q6. Why government has decided that the time had come for 


Indian producers to compete with producers around the 


globe? 


Liberalisation of foreign trade 
and foreign investment 
policy 

Let us return to the example of imports 
of Chinese toys in India. Suppose the 
Indian government puts a tax on 
import of toys. What would happen? 
Those who wish to import these toys 
would have to pay tax on this. 
Because of the tax, buyers will have 
to pay a higher price on imported toys. 
Chinese toys will no longer be as 


of only essential items such as 
machinery, fertilisers, petroleum 
etc. Note that all developed 
countries, during the early stages of 
development, have given protection to 
domestic producers through a variety 
of means. 


Starting around 1991, some far- 
reaching changes in policy were made 
in India. The government decided that 
the time had come for Indian 
producers to compete with producers 


cheap in the Indian markets and around the globe 
imports from China will automaticall 
reduce. Indian toy-makers will 


prosper. 


Tax on imports is an example o! 
trade barrier. It is called a barrier 
because some restriction has been set 
u 


The Indian government, after 
Independence, had put barriers to 
foreign trade and foreign investment. 
This was considered necessary to 
protect the producers within the 
country from foreign competition. 
Industries were just coming up in the 
1950s and 1960s, and competition 
from imports at that stage would not 
have allowed these industries to come 
up. Thus, India allowed imports 


s decision 
was supported by powerful 
international organisations. 


Thus, barriers on foreign trade and 
foreign investment were removed toa 
arge extent. This meant that goods 
could be imported and exported 
easily and also foreign companies 
could set up factories and offices 
here. 


Removing barriers or restrictions 
set by the government is what is 
known as liberalisation. With 
liberalisation of trade, businesses are 
allowed to make decisions freely 
about what they wish to import or 
export. The government imposes 
much less restrictions than before 
and is therefore said to be more 
liberal. 


LET’S WORK THESE OUT 


1. What do you understand by liberalisation of foreign trade? 


2. Tax on imports is one type of trade barrier. The government could also place a limit on 
the number of goods that can be imported. This is known as quotas. Can you explain, 
using the example of Chinese toys, how quotas can be used as trade barriers? 
Do you think this should be used? Discuss. 
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We have seen that the liberalisation of 
foreign trade and investment in India 
was supported by some very powerful 
international organisations. These 
organisations say that all barriers to 
foreign trade and investment are 
harmful. There should be no barriers. 
Trade between countries should be 
‘free’. All countries in the world should 
liberalise their policies. 


developed countries, WTO establishes 


Q7. Who aims to liberalise international trade? 


rules regarding international trade, 
and sees that these rules are obeyed. 
Nearly 160 countries of the world are 
currently members of the WTO (as on 
June 2014). 


Though WTO is supposed to allow 
free trade for all, in practice, it is seen 
that the developed countries have 
unfairly retained trade barriers. On 
the other hand, WTO rules have forced 
the developing countries to remove 
trade barriers. An example of this is 
the current debate on trade in 
agricultural products. 


Debate ow Trade Practicey 


Developing countries are, therefore, asking the 
developed country governments, “We have 
reduced trade barriers as per WTO rules. But you 
have ignored the rules of WTO and have 
continued to pay your farmers vast sums of 
money. You have asked our governments to stop 
supporting our farmers, but you are doing so 


You have seen in Chapter 2, that 
the agriculture sector provides the 
bulk of employment and a 
significant portion of the GDP in 
India. Compare this to a developed 
country such as the US with the 
share of agriculture in GDP at 1% 
and its share in total employment 
a tiny 0.5%! And yet this very 

small percentage of people 


yourselves. Is this free and fair trade?” 


who are engaged in A typical cotton farm in USA consists of thousands of acres owned by 


agriculture in the US receive 
massive sums of money from 
the US government for 
production and for exports to 
other countries. Due to this 
massive money that they 
receive, US farmers can sell 
the farm products at 
abnormally low prices. The 
surplus farm products are 
sold in other country markets 
at low prices, adversely 
affecting farmers in these 
countries. 


a huge corporation that will sell cotton abroad at lowered prices. 
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Q7. What steps the central and state governments of India are 
taking to attract foreign companies to invest in India? 


Steps to Attract Foreign Iwestment 


rights. In the recent years, the government 
has allowed companies to ignore many of 
these. Instead of hiring workers on a 
regular basis, companies hire workers 
‘flexibly’ for short periods when there is 
intense pressure of work. This is done to 
reduce the cost of labour for the company. 
However, still not satisfied, foreign 
companies who set companies are demanding more flexibility 
up production units in the SEZs do not in labour laws. 
have to pay taxes for an initial period of syeen NOW, WE 


five years. ARE READY 
TO INVEST! 
Government has also allowed 


flexibility in the labour laws to attract 
foreign investment. You have seen in 
Chapter 2 that the companies in the 
organised sector have to obey certain 
rules that aim to protect the workers’ 


Secondly, several of the top Indian 
companies have been able to benefit 
from the increased competition. They 
have invested in newer technology and 
production methods and raised their 
production standards. Some have 
gained from successful collaborations 
with foreign companies. 


Moreover, globalisation has 
enabled some large Indian companies 
to emerge as multinationals 
themselves! Tata Motors (auto- 
mobiles), Infosys (IT), Ranbaxy 
(medicines), Asian Paints (paints), 
Sundaram Fasteners (nuts and bolts) 


rs == 
are some Indian companies which 
are spreading their operations 
worldwide. 


Globalisation has also created 
new opportunities for companies 
providing services, particularly those 
involving IT. The Indian company 
producing a magazine for the London 
based company and call centres are 
some examples. Besides, a host of 
services such as data entry, account- 
ing, administrative tasks, engineering 
are now being done cheaply in 
countries such as India and are 
exported to the developed countries. 


LET’S WORK THESE OUT 


1. How has competition benefited people in India? 


2. Should more Indian companies emerge as MNCs? How would it benefit the people in 


the country? 


. Why do governments try to attract more foreign investment? 


4. In Chapter 1, we saw what may be development for one may be destructive for others. 
The setting of SEZs has been opposed by some people in India. Find out who are 
these people and why are they opposing it. 
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Q8. How to make globalisation more fair? 


The conditions of work and the hardships of the workers described above 
have become common to many industrial units and services in India. Most 
workers, today, are employed in the unorganised sector. Mor eover, increasingly 
conditions of work in the organised sector have come to resemble the 
unorganised sector. Workers in the organised sector such as Sushila no longer 
get the protection and benefits that they enjoyed earlier. 


LET’S WORK THESE OUT 


1. In what ways has competition affected workers, Indian exporters and foreign MNCs 
in the garment industry? 


2. What can be done by each of the following so that the workers can get a fair share 
of benefits brought by globalisation? 
(a) government 
(b) employers at the exporting factories 
(c) MNCs 
(d) workers. 
. One of the present debates in India is whether companies should have flexible 


policies for employment. Based on what you have read in the chapter, summarise 
the point of view of the employers and workers. 


THE STRUGGLE FOR A FAIR GLOBALISATION 


The above evidence indicates that 
not everyone has benefited from 
globalisation. People with education, 
skill and wealth have made the best 
use of the new opportunities. On the 
other hand, there are many people 
who have not shared the benefits. 


Since globalisation is now a 
reality, the question is how to 
make globalisation more ‘fair’? 


The government can play a major 
role in making this possible. Its 
policies must protect the interests, not 
only of the rich and the powerful, but 
all the people in the country. You have 
read about some of the possible steps 
that the government can take. For 
instance, the government can ensure 


that labour laws are properly 
implemented and the workers get 
their rights. It can support small 
producers to improve their 
performance till the time they become 
strong enough to compete. If 
necessary, the government can use 
trade and investment barriers. It can 
negotiate at the WTO for ‘fairer rules’. 
It can also align with other developing 
countries with similar interests to 
fight against the domination of 
developed countries in the WTO. 


In the past few years, massive 
campaigns and representation by 
people’s organisations have 
influenced important decisions 
relating to trade and investments at 
the WTO. This has demonstrated 
that people also can play an 
important role in the struggle for fair 
globalisation. 


es (EEE UNDERSTANDING Economic DEVELOPMENT 
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INIWILF EAL U UL 


MANUFACTURING INPUSTKIES 


On the occassion of Diwali, Harish went to / 
a market with his parents. They purchased { 
shoes and clothes for him. His mother ~ 
purchased utensils, sugar, tea and diyas 
(earthen lamps). Harish observed that the 
shops in the market were flooded with 
items for sale. He wondered how so many 
items could be made in such large 
quantities. His father explained that shoes, 
clothes, sugar etc. are manufactured by 
machines in large industries, some utensils 
are manufactured in small industries, while 
items like diyas are made by individual 
artisans in household industry. 


Do you have some ideas about these 
industries? 





Production of goods in large quantities after 
processing from raw materials to more 
valuable products is called manufacturing. Do 
you know that paper is manufactured from 
wood, sugar from sugarcane, iron and steel 
from iron ore and aluminium from bauxite? 
Do you also know that some types of clothes 
are manufactured from yarn which itself is an 
industrial product? 

People employed in the secondary activities 
manufacture the primary materials into 
finished goods. The workers employed in steel 
factories, car, breweries, textile industries, 
bakeries etc. fall into this category. Some people 
are employed in providing services. In this 
chapter, we are mainly concerned with 
manufacturing industries which fall in the 
secondary sector. 

The economic strength of a country is 
measured by the development of 
manufacturing industries. 


IMPORTANCE OF MANUFACTURING 


Manufacturing sector is considered the backbone 
of development in general and economic 
development in particular mainly because— 


¢ Manufacturing industries not only help in 
modernising agriculture, which forms the 
backbone of our economy, they also reduce 
the heavy dependence of people on 
agricultural income by providing them jobs 
in secondary and tertiary sectors. 
Industrial development is a precondition for 
eradication of unemployment and poverty 
from our country. This was the main 
philosophy behind public sector industries 
and joint sector ventures in India. It was also 
aimed at bringing down regional disparities 
by establishing industries in tribal and 
backward areas. 
Export of manufactured goods expands 
trade and commerce, and brings in much 
needed foreign exchange. 
Countries that transform their raw 
materials into a wide variety of furnished 
goods of higher value are prosperous. 
India’s prosperity lies in increasing and 
diversifying its manufacturing industries as 
quickly as possible. 

Agriculture and industry are not exclusive 
of each other. They move hand in hand. For 
instance, the agro-industries in India have given 

sing its 


Thus, development and 
competitiveness of manufacturing industry has 
not only assisted agriculturists in increasing 
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their production but also made the production 
processes very efficient. 

In the present day world of globalisation, 
our industry needs to be more efficient and 
competitive. Self-sufficiency alone is not 
enough. Our manufactured goods must be at 
par in quality with those in the international 
market. Only then, will we be able to compete 
in the international market. 


Contribution of Industry to National 
Economy 


Over the last two decades, the share of 
manufacturing sector has stagnated at 17 per 
cent of GDP - out of a total of 27 per cent for 
the industry which includes 10 per cent for 
mining, quarrying, electricity and gas. 

This is much lower in comparison to some 
East Asian economies, where it is 25 to 35 per 
cent. The trend of growth rate in manufacturing 
over the last decade has been around 7 per 
cent per annum. The desired growth rate over 
the next decade is 12 per cent. Since 2003, 
manufacturing is once again growing at the 
rate of 9 to 10 per cent per annum. With 
appropriate policy interventions by the 
government and renewed efforts by the 
industry to improve productivity, economists 
predict that manufacturing can achieve its 
target over the next decade. The National 
Manufacturing Competitiveness Council 
(NMCC) has been set up with this objective. 


Industrial Location 


Industrial locations are complex in nature. 
These are influenced by availability of raw 
material, labour, capital, power and market, 
etc. It is rarely possible to find all these factors 
available at one place. Consequently, 
manufacturing activity tends to locate at the 
most appropriate place where all the factors of 
industrial location are either available or can 
be arranged at lower cost. After an industrial 
activity starts, urbanisation follows. Sometimes, 
industries are located in or near the cities. 


Contemporary INDIA — Il 


Q2. How Industries and urbanisation go hand in hand? 
Q3. Define agglomeration economies. 


. Gradually, a 


large industrial agglomeration takes place. 

In the pre-Independence period, most 
manufacturing units were located in places 
from the point of view of overseas trade such as 
Mumbai, Kolkata, Chennai, etc. Consequently, 
there emerged certain pockets of industrially 
developed urban centres surrounded by a huge 
agricultural rural hinterland. 


Industry - Market Linkage 


Inputs 


Raw Materials and/ 
or component parts 
Factors of Production: 
land, labour, capital, 
entrepreneur, infrastructure 


Transport 


v 


Factory 


Y 


Outputs 
(Products) 


Y 


Transport 


v : 9 
Market 


Fig. 6.1 


The key to decision of the factory location 
is the least cost. Government policies and 
specialised labour also influence the location 
of industry. 


Ideal Location of an Industry 


Cost of obtaining 
raw materials 
at site 


Cost of 
<— distribution 
of production 


Cost of i 
production ——> 
at site 


Decision to 


locate factory 
at site 


Fig. 6.2 
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OA. Which is the only industry in the country which is self- 


reliant? 


°—»p by the state and individuals or a group of 


Classification of Industries 


List the various manufactured products you 
use in your daily life such as — transistors, 
electric bulbs, vegetable oil, cement, 
glassware, petrol, matches, scooters, 
automobiles, medicines and so on. If we 
classify the various industries based on a 
particular criterion then we would be 
able to understand their manufacturing 
better. Industries may be classified as 
follows: 


On the basis of source of raw materials 

used: 

* Agro based: cotton, woollen, jute, silk 
textile, rubber and sugar, tea, coffee, 
edible oil. 


Mineral based: iron and steel, cement, 
aluminium, machine tools, 
petrochemicals. 


According to their main role: 


* Basic or key industries which supply their 
products or raw materials to manufacture 
other goods e.g. iron and steel and copper 
smelting, aluminum smelting. 
Consumer industries that produce goods 
for direct use by consumers — sugar, 
toothpaste, paper, sewing machines, 
fans etc. 


On the basis of capital investment: 

* A small scale industry is defined with 
reference to the maximum investment 
allowed on the assets of a unit. This limit 
has changed over a period of time. At 
present the maximum investment allowed 
is rupees one crore. 


On the basis of ownership: 


* Public sector, owned and operated by 
government agencies — BHEL, SAIL etc. 

* Private sector industries owned and 
operated by individuals or a group of 
individuals -TISCO, Bajaj Auto Ltd., 
Dabur Industries. 

¢ Joint sector industries which are jointly run 


( 
) 


individuals. Oil India Ltd. (OIL) is jointly 
owned by public and private sector. 
Cooperative sector industries are owned 
and operated by the producers or 
suppliers of raw materials, workers or 
both. They pool in the resources and share 
the profits or losses proportionately such 
as the sugar industry in Maharashtra, the 
coir industry in Kerala. 


Based on the bulk and weight of raw material 
and finished goods: 
* Heavy industries such as iron and steel 


* Light industries that use light raw 
materials and produce light goods such 
as electrical industries. 





Activity 
Classify the following into two groups on the 
basis of bulk and weight of raw material and 
finished goods. 
(i) Oil (vi) Sewing Machines 
(ii) Knitting needles (vii) Shipbuilding 
(iii) Brassware (viii) Electric Bulbs 
(iv) Fuse wires (ix) Paint brushes 
(v) Watches (x) Automobiles 


Agro Based Industries 


Cotton, jute, silk, woollen textiles, sugar and 
edible oil, etc. industries are based on 
agricultural raw materials. 


Textile Industry: The textile industry 
occupies unique position in the Indian 
economy, because it contributes significantly 
to industrial production (14 per cent), 
employment generation (35 million persons 
directly — the second largest after agriculture) 
and foreign exchange earnings (about 24.6 

. It contributes 4 per cent towards 
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Q5. What gave boost to the development of cotton textile 
industry? 


weavers in their homes as a cottage industry? 
I 


Fibre Dyeingand —> Garment 


inning Weaving 
Production —? SP im — ‘Finishing <— manufacture 


Knitting 
Raw fibre L Yarn L Fabric L Garments J 


Fig. 6.3: Value addition in the textile industry 


Cotton Textiles: In ancient India, cotton 
textiles were produced with hand spinning 
and handloom weaving techniques. After the 
18" century, power-looms came into use. 
Our traditional industries suffered a setback 
during the colonial period because they 
‘tould not compete with the mill-made cloth 
from England. 
— > 
+ The first successful textile mill was 7 
established in Mumbai in 1854. 
The two world wars were fought in Europe, 
India was a British colony. There was a 
demand for cloth in U.K. hence, they gave 


a boost to the development of the cotton 
textile industry. 


2 





As on 30 November 2011, there were 1946 
cotton and human-made fibre textile milk in 
the country. About 80 per cent of these are 
in the private sector and the rest in the public 
and cooperative sectors. Apart from these, 
there are several thousand small factories 
with four to ten looms. 

In the early years, the cotton textile 
industry was concentrated in the cotton 
growing belt of Maharashtra and Gujarat. 
Availability of raw cotton, market, transport 
including accessible port facilities, labour, 
moist climate, etc. contributed towards its 
localisation. This industry has close links 
with agriculture and provides a living to 
farmers, cotton boll pluckers and workers 
engaged in ginning, spinning, weaving, 
dyeing, designing, packaging, tailoring and 
sewing. The industry by creating demands 
supports many other industries, such as, 

hemicals and dyes, mill stores, packaging 
materials and engineering works. 
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While spinning continues to be centralised 
in Maharashtra, Gujarat and Tamil Nadu, 
weaving is highly decentralised to provide 
scope for incorporating traditional skills and 
designs of weaving in cotton, silk, zari, 
embroidery, etc. India has world class 
production in spinning, but weaving supplies 
low quality of fabric as it cannot use much of 
the high quality yarn produced in the country. 
Weaving is done by handloom, powerloom and 
in mills. 


Why did Mahatma Gandhi lay emphasis on 
spinning yarn and weaving khadi? 


Table 4.2: India: Production of Fabrics in India 


Sector 2009-10 2010-11* 


(Provisional) 
Mill Sector 3.3 3.5 
Powerlooms (in Hosiery)| 84.1 84.1 


1. 1. 











Source: Office of Textile Commissioner, Mumbai, 
Economic Survey, 2011-12. 


Note: 90 per cent of the weaving, cutting and 
processing is in decentralised sector. 


Study the figures above and note the share 
of mills in the production of fabric. 


Why is it important for our country to keep 
the mill sector loomage lower than power 
loom and handloom? 


India exports yarn to Japan. Other 
importers of cotton goods from India are 
U.S.A., U.K., Russia, France, East European 
countries, Nepal, Singapore, Sri Lanka, and 
African countries. 
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Q7. Why spinners export cotton yarn while apparel/garment 
manufacturers have to import fabric? 
C8. Why is it important for us to improve our weaving sector 


instead of exporting yarn in large quantities? 


Q9. How much of jute producing area went to Bangladesh 
atter partition’? 


India has the second largest installed 
capacity of spindles in the world, with 43.13 
million spindles (2011-12) after China. Since 
the mid-eighties, the spinning sector has 
received a lot of attention. 

We have a large share in the world trade 
of cotton yarn, accounting for one fourth of 
the total trade. However, our trade in 
garments is only 4 per cent of the world’s 
total. Our spinning mills are competitive at 
the global level and capable of using all the 
fibres we produ 


rr 


banks of the Hugli river, in a narrow belt (98 
km long and 3 km wide). 
@ 
The first jute mill was set up near Kolkata in 
1859 at Rishra 





Factors responsible for their location in 
the Hugli basin are: proximity of the jute 
producing areas, inexpensive water 
transport, supported by a good network of 
railways, roadways and waterways to 
facilitate movement of raw material to the 
mills, abundant water for processing raw 
jute, cheap labour from West Bengal and 
adjoining states of Bihar, Orissa and Uttar 
Pradesh. Kolkata as a large urban centre 


rovides banking, insurance and port 
facilities for export of jute goods. 
In 2010-11 the jute industry was 


e 
Yarn is sold at Rs. 85 per kg. If itis sold asa 
@ trouser it fetches Rs 800 per kg. Value is 


added at every stage from fibre to yarn to 
fabric and to garment. 





Why is it important for us to improve our 
weaving sector instead of exporting yarn in 
large quantities? 

Although, we have made significant 
increase in the production of good quality long 
staple cotton (356 lakh bales of 170 kgs each 
during 2011-12), the need to import is still felt. 


Jute Textiles 

India is the largest producer of raw jute and 
jute goods and stands at second place as an 
exporter after Bangladesh. There were about 
80 jute mills in India in 2010-11. Most of these 
are located in West Bengal, mainly along the 
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supporting 3.7 lakh workers directly and 
another 40 lakhs small and marginal farmers 
who were engaged in cultivation of jute and 
mesta. Many more people were associated 
indirectly. 

Challenges faced by the industry include 
stiff competition in the international market from 
synthetic substitutes and from other 
competitors like Bangladesh, Brazil, 
Philippines, Egypt and Thailand. However, the 
internal demand has been on the increase due 
to the Government policy of mandatory use of 
jute packaging. To stimulate demand, the 
products need to be diversified. In 2005, 
National Jute Policy was formulated with the 
objective of increasing productivity, improving 
quality, ensuring good prices to the jute farmers 
and enhancing the yield per hectare. The main 
markets are U.S.A., Canada, Russia, United 
Arab Republic, U.K. and Australia. The growing 
global concern for environment friendly, 
biodegradable materials, has once again opened 
the opportunity for jute products. 


Sugar Industry 


India stands second as a world producer of 
sugar but occupies the first place in the 
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Q10. Why sugar industry is ideally suited to the coorperative 


sector? 


Oll. For production of steel, what ratio of Iron ore, coking coal 


and lime stone is required? 


a 


production of gur and khandsari. The raw 
material used in this industry is bulky, and 
in haulage its sucrose content reduces. Where 
should the mills be ideally located? In 
2010-11 there were over 662 sugar mills in 
the country spread over Uttar Pradesh, Bihar, 
Maharashtra, Karnataka, Tamil Nadu, 
Andhra Pradesh and Gujarat along with 
Punjab, Haryana and Madhya Pradesh. Sixty 
per cent mills are in Uttar Pradesh and Bihar. 
This industry is seasonal in nature so, it is 
ideally suited to the cooperative sector. Can 
you explain why this is so? 

In recent years, there is a tendency for the 
mills to shift and concentrate in the southern 


and western a aoa in Maharashtra, 


Major challenges include the seasonal 
nature of the industry, old and inefficient 
methods of production, transport delay in 
reaching cane to factories and the need to 
maximise the use of baggase. 


Mineral based Industries 


Industries that use minerals and metals as raw 
materials are called mineral based industries. 
Can you name some industries that would fall 
in this category? 


Iron and Steel Industry 

The iron and steel Industry is the basic 
industry since all the other industries — heavy, 
medium and light, depend on it for their 
machinery. Steel is needed to manufacture a 
variety of engineering goods, construction 
material, defence, medical, telephonic, scientific 
equipment and a variety of consumer goods. 


Activity 
Make a list of all such goods made of steel 
that you can think of. 


Production and consumption of steel is often 
regarded as the index of a country’s 
development. Iron and steel is a heavy industry 
because all the raw materials as well as finished 
goods are heavy and a ee? act 


also required to harden the steel. 
Where should the steel plants be ideally 
located? Remember that the finished products 
also need an efficient transport network for their 
distribution to the markets and consumers. 

In 2010-11 with 72.2 million tonnes of steel 
production, India ranked 4th among the world 
crude steel producers. It is the largest producer 
of sponge iron. In 2010-11 per capita cosumption 
of steel in the country was only around 49 kg per 
annum against the world average of 182 kg. 


Processes of Manufacture of Steel 


Blast Furnace 


Transport of raw 
material to plant 


heat the ore. 


Shaping Metal 


Rolling, pressing, casting 
and forging 


Iron ore is melted. 
Lime stone is fluxing 
material which is 
added. Slag is removed. 
Coke is burnt to 


Pig Iron 


Molten materials poured 
into moulds called pigs 


Steel Making 


Pig iron is further purified by 
melting and oxidising the 
impurities. Manganese, 
nickel, chromium are added 
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Q12. How to market the steel produced? 
Q13. Why Chotanagpur plateau region has maximum 


concentration of Iron and steel industries? 
Q14. Why India is not able to perform to full potential of 
producing iron and steel? 


TT 


Activity a 
Table 5.2: Total finished steel production An integrated steel plant is large, handles 0 
in India @ everything in one complex — from putting _) 
Production together raw material to steel making, rolling 
(in million tonnes per annum) and shaping. 





In the 1950s China and India produced 
almost the same quantity of steel. Today, China 
is the largest producer ofsteel. Chinais also the 
world’s largest consumer ofsteel. In 2004, India 
was the largest exporter of steel which accounted 
Why is the per capita consumption of steel for 2.25 per cent of the global steel trade. 
so low in India? Chotanagp ateau region na 1 

Activity -oncent 

Collect information about steel plants ba eae, a 
located in your own State and show them AUB OR BSS UL TY CP ae eee 
on the map of India. These include, low cost of iron ore, high grade 
e—, law materials in proximity, cheap labour and 
Mini steel plants are smaller, have electric 7 vast growth potential in the home market. 
furnaces, use steel scrap and sponge iron. Though, India is an important iron and steel 
® They have re-rollers that use steel ingots as producing country in the world yet, we are not 
able to perform to our full potential largely due 


well. They produce mild and alloy steel of E ne r , 4 
given specifications. to: (a) High costs and limited availability of coking 


Source: Ministry of Steel, Govternment of India 
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Fig. 6.5: Steel Production in India and China 


Source : World Steel Association, website : www.worldsteel.org 
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Q15. Why chemical industry is its own largest consumer? 
Qlé6. Why potash is entirely imported in our country? 
QI17. Why cement industry is located in Gujarat? 


another factory. All the manufactured 
saucepans are sent to a warehouse: 
1. (a) Whichraw material is likely to be most 
expensive to transport and why? 
(b) Which raw material is likely to be 
the cheapest to transport and why? 
. Do you think the cost of transporting the 
finished products after packaging is likely 
to be cheaper or more expensive than the 
cost of transporting aluminium and 
plastic? Why? 


Chemical Industries 

The Chemical industry in India is fast growing 
and diversifying. It contributes approximately 
3 per cent of the GDP. It is the third largest in 
Asia and occupies the twelfth place in the world 
in term of its size. It comprises both large and 
small scale manufacturing units. Rapid growth 
has been recorded in both inorganic and 
organic sectors. Inorganic chemicals include 
sulphuric acid (used to manufacture fertilisers, 
synthetic fibres, plastics, adhesives, paints, 
dyes stuffs), nitric acid, alkalies, soda ash (used 
to make glass, soaps and detergents, paper) 
and caustic soda. These industries are widely 
spread over the country. 

Why do you think it is so? 


Organic chemicals include petrochemicals, 
which are used for manufacturing of synthetic 
fibers, synthetic rubber, plastics, dye-stuffs, 
drugs and pharmaceuticals. Organic chemical 
plants are located near oil refineries or 


is its own largest 


ire for ci mer kei Make a list of 
the products you are aware of. 
Fertiliser Industry 

The fertiliser industry is centred around the 
production of nitrogenous fertilisers (mainly 
urea), phosphatic fertilisers and ammonium 
phosphate (DAP) and complex fertilisers which 


have a combination of nitrogen (N), phosphate 
(P), and potash (K). The third, i.e. potash is 


entirely imported as the country does not have 
any reserves of commercially usable potash or 
potassium compounds in any form. India is 
the third largest producer of nitrogenous 
fertilisers. There are 57 fertiliser units 
manufacturing nitrogenous and complex 
nitrogenous fertilisers, 29 for urea and 9 for 
producing ammonium sulphate as a by- 
product and 68 other small units produce 
single superphosphate. At present, there are 
10 public sector undertakings and one in 
cooperative sector at Hazira in Gujarat under 
the Fertiliser Corporation of India. 

After the Green Revolution the industry 
expanded to several other parts of the country. 
Gujarat, Tamil Nadu, Uttar Pradesh, Punjab 
and Kerala contribute towards half the fertiliser 
production. Other significant producers are 
Andhra Pradesh, Odisha, Rajasthan, Bihar, 
Maharashtra, Assam, West Bengal, Goa, Delhi, 
Madhya Pradesh and Karnataka. 


Cement Industry 

Cement is essential for construction activity 
such as building houses, factories, bridges, 
roads, airports, dams and for other commercial 
establishments. This industry requires bulky 
and heavy raw materials like limestone, silica, 
alumina and gypsum. Coal and electric power 
are needed apart from rail transportation. 


Activity 
Where would it be economically viable to 
set up the cement manufacturing units? 


Activity 
Find out where the plants are located in other 
States of India. Find their names. 


The first cement plant was set up in 
Chennai in 1904. After Independence the 
industry expanded. Decontrol of price and 
distribution since 1989 and other policy 
reforms led the cement industry to make rapid 
strides in capacity, process, technology an 
production. There are 128 large plants an 
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ANSWERS(Manufacturing Industries) : 
1. Highlighted text 

2. Highlighted text 
3. Highlighted text 
4. Textile industry 
5. Highlighted text 
6. Handspun khadi 
7. Highlighted text 
8. Highlighted text 
9. Three-fourth 
10. Highlighted text 
11. 4:2:1 

12. SAIL 

13. Highlighted text 
14. Highlighted text 
15. Highlighted text 
16. Highlighted text 
17. Highlighted text| 


1. Who implements Highway Projects? 

2. Who maintains National highways 

3. Who maintains the State highways? 

4. Who maintains the District roads! 

5. What is Pradhan Mantri Grameen Sadak Yojna! 














maintained. The growing importance of road 
transport vis-a-vis rail transport is rooted in 
the following reasons; (a) construction cost of 
roads is much lower than that of railway lines, 
(b) roads can traverse comparatively more 
dissected and undulating topography, (c) roads 
can negotiate higher gradients of slopes and 
as such can traverse mountains such as the 
Himalayas, (d) road transport is economical in 
transportation of few persons and relatively 
smaller amount of goods over short distances, 





(e) it also provides door-to-door service, thus Fig.7.2: Ahmedabad- Vacs Expressway 
the cost of loading and unloading is much 2 
lower, (f) road transport is also used as a feeder Activity 


to other modes of transport such as they Collect information of National Highway 
provide a link between railway stations, air numbers (old and new) from the website 
and sea ports. morth.nic.in/national-highway-details. 
In India, roads are classified in the . 
following six classes according to their °* State Highways: Roads linking a state 
capacity. Look at the map of the National capital with different district headquarters 
Highways and find out about the significant are known as State Highways. These 
role played by these roads. roads are constructed an 
¢ Golden Quadrilateral Super Highways: ate nen on Territories 
The government has launched a major nine : 
road development project linking Delhi- ° District Roads: These roads connect the 
Kolkata-Chennai-Mumbai and Delhi by district headquarters with other places 
six-lane Super Highways. The North- of the district. 
South corridors linking Srinagar (Jammu 
& Kashmir) and Kanniyakumari (Tamil ¢ Other Roads: Rural roads, which link rural 






Nadu), and East-West Corridor areas and villages with towns, are classified 
connecting Silchar (Assam) and Porbander under this category. These roads received 
(Gujarat) are part of this project. The special impetus under the Pradhan Mantri 





major objective of these Super Highways Grameen Sadak Yojan 
is to reduce the time and dist 


between the mega cities of India 





¢ Border Roads: Apart from these, Border 


¢ National Highways: National Highways Roads Organisation a Government of India 

link extreme parts of the country. These undertaking constructs and maintains 

are the primary road systems and are roads in the bordering areas of the 

laid an country. This organisation was established 

. A number of in 1960 for the development of the roads 

PERS con in North- of strategic importance in the northern and 

South and East-West directions. The north-eastern border areas. These roads 

historical Sher-Shah Suri Marg is called have improved accessibility in areas of 

National Highway No.1, between Delhi and difficult terrain and have helped in the 
Amritsar. economic development of these area. 
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6. Which is the world's longest Highway and who build that? 


7. How are roads classified on the basis of type of materials 
used for their construction? 


8. When is the first train steamed ? 


OE 


Do you Know? and narrow. However, in recent years fast 
development of road network has taken place 
in different parts of the country 


Railways 
piti valley throughout the Railways are the principal mode of 
year. Earlier the valley was cut off for about transportation for freight and passengers 
6 months each year owing to heavy snowfall. in India. Railways also make it possible for 
The tunnel is buit with ultra-modern people to conduct multifarious activities 
specifications in the Pir Panjal range of like business, sightseeing, pilgrimage 
Himalayas at an altitude of 3000 metres along with transportation of goods over 
from the Mean Sea Level (MSL). longer distances. Apart from an important 
Source: http: / /www.bro.gov.in/pagefimg. means of transport the Indian Railways 
asp?imid=144,And PIBdelhi030ctober2020 have been a great integrating force for more 
than 150 years. Railways in India bind the 
economic life of the country as well as 
accelerate the development of the industry 
and agriculture. 
° 


The Indian Railways is the largest public 
e sector undertaking in the count 





The Indian Railway is now reorganised into 
16 zones. 


Activity 
Fig. 7.3: Hilly Tracts Find out the current Railway zones and their 


headquarters. Also locate the headquarters 
of Railway zones on the map of India. 


The distribution pattern of the Railway 
network in the country has been largely 
influenced by physiographic, economic and 
administrative factors. The northern plains with 
their vast level land, high population density 
and rich agricultural resources provided the most 
favourable condition for their growth. However, 
a large number of rivers requiring construction 

. of bridges across their wide beds posed some 

Fig. 7.4: Traffic on deat aida DOE OG, obstacles. In the hilly terrains of the peninsular 

= region, railway tracts are laid through low hills, 

gaps or tunnels. The Himalayan mountainous 

regions too are unfavourable for the construction 

of railway lines due to high relief, sparse 

Metalled roads may be made of cement, population and lack of economic opportunities. 
concrete or even bitumen of coal, therefore, _ Likewise, it was difficult to lay railway lines on 
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9. Which mode of transport is most important for our national 
economy than all other means of transport PUT TOGETHER? 


10. Which is the cheapest mode of transport? 


CT. “Se 


Table 7.1: India: Railway Track 


The Indian Railway network runs on multiple gauge operations 
extending over 68,442 km. 
Gauge in metres 


Route (Km) Running Track (Km) Total Track (Km.) 


Broad Gauge (1.676) 
Metre Gauge (1.000) 
Narrow Gauge (0.762 and 0.610) 


1,17,560 
3,775 
1,901 





Source: Railway Yearbook 2017-18, Ministry of Railways, Government of India. 


Website: www.indianrailways.gov.in 


the sandy plain of western Rajasthan, swamps 
of Gujarat, forested tracks of Madhya Pradesh, 
Chhattisgarh, Odisha and Jharkhand. The 
contiguous stretch of Sahyadri could be crossed 
only through gaps or passes (Ghats). In recent 
times, the development of the Konkan railway 
along the west coast has facilitated the movement 
of passengers and goods in this most important 
economic region of India. It has also faced a 
number of problem such as sinking of track in 
some stretches and landslides. 


owever, 
rail transport suffers from certain problems as 
well. Many passengers travel without tickets. 
Thefts and damaging of railway property has 
not yet stopped completely. People stop the 
trains, pull the chain unnecessarily and this 
causes heavy damage to the railway. Think over 
it, how we can help our railway in running as 
per the scheduled time? 


Pipelines 


Pipeline transport network is a new arrival on 
the transportation map of India. In the past, 
these were used to transport water to cities and 
industries. Now, these are used for transporting 
crude oil, petroleum products and natural gas 
from oil and natural gas fields to refineries, 
fertilizer factories and big thermal power plants. 
Solids can also be transported through a 
pipeline when converted into slurry. The far 
inland locations of refineries like Barauni, 
Mathura, Panipat and gas based fertilizer plants 
could be thought of only because of pipelines. 


Initial cost of laying pipelines is high but 
subsequent running costs are minimal. It rules 
out trans-shipment losses or delays. 

There are three important networks of 
pipeline transportation in the country. 


¢ From oil field in upper Assam to Kanpur 
(Uttar Pradesh), via Guwahati, Barauni and 
Allahabad. It has branches from Barauni to 
Haldia, via Rajbandh, Rajbandh to 
Maurigram and Guwahati to Siliguri. 


From Salaya in Gujarat to Jalandhar in 
Punjab, via Viramgam, Mathura, Delhi and 
Sonipat. It has branches to connect Koyali 
(near Vadodara, Gujarat) Chakshu and 
other places. 


Gas pipeline from Hazira in Gujarat connects 
Jagdishpur in Uttar Pradesh, via Vijaipur in 
Madhya Pradesh. It has branches to Kota in 
Rajasthan, Shahajahanpur, Babrala and 
other places in Uttar Pradesh. 


Waterways 

Since the ancient period, India was one of the 
seafaring countries. Its seamen sailed far and 
near, thus, carrying and spreading Indian 


suitable for carrying heavy and bulky goods. 
It is a fuel-efficient and environment friendly 
mode of transport. India has inland navigation 
waterways of 14,500 km in length. Out of 
these only 5685 km are navigable by 
mechanised vessels. The following waterways 
have been declared as the National Waterway 
by the Government. 
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Fig. 7.5: Inland waterways widely used in 
north-eastern states 


¢ The Ganga river between Allahabad and 
Haldia (1620 km)-N.W. No.1 
¢ The Brahmaputra river between Sadiya and 
Dhubri (891 km)-N.W. No.2 
¢ The West-Coast Canal in Kerala 
(Kottapurma-Kollam, Udyogamandal and 
Champakkara canals205 km) — N.W. No.3 
¢ Specified stretches of Godavari and Krishna 
rivers along with Kakinada Puducherry 
stretch of canals (1078 km) — N.W. No.4 
¢ Specified stretches of river Brahmani along 
with Matai river, delta channels of Mahanadi 
and Brahmani rivers and East Coast Canal 
(588 km) — N.W. No.5 
There are some other inland water ways 
on which substantial transportation takes 
place. These are Mandavi, Zuari and 
Cumberjua, Sunderbans, Barak and 
backwaters of Kerala. 
Apart from these, India’ trade with foreign 


countries is carried from the ports located 


Major Sea Ports 


With a long coastline of 7,516.6 km, India 
is dotted with 12 major and 200 notified 
non-majors (minor/intermediate) ports. These 
major ports handle 95 per cent of Indias 
foreign trade. 

Kandla in Kuchchh was the first port 
developed soon after Independence to ease 
the volume of trade on the Mumbai port, in 
the wake of loss of Karachi port to Pakistan 
after the Partition. Kandla also known as the 


11. What percent of country's trade volume is moved by sea? 


Deendayal Port, is a tidal port. It caters to 
the convenient handling of exports and imports 
of highly productive granary and industrial 
belt stretching across the states of Jammu 
and Kashmir, Himachal Pradesh, Punjab, 
Haryana, Rajasthan and Gujarat. 


Fig. 7.6: Trucks being driven into the vessel at 
Mumbai port 


Mumbai is the biggest port with a 
spacious natural and well-sheltered harbour. 
The Jawaharlal Nehru port was planned with 
a view to decongest the Mumbai port and 
serve as a hub port for this region. Marmagao 
port (Goa) is the premier iron ore exporting 
port of the country. This port accounts for 
about fifty per cent of India’ iron ore export. 
New Mangalore port, located in Karnataka 
caters to the export of iron ore concentrates 
from Kudremukh mines. Kochchi is the 
extreme south-western port, located at the 
entrance of a lagoon with a natural harbour. 


Fig. 7.7: Tanker discharging crude oil at New 
Mangalore port 


Moving along the east coast, you would 
see the extreme south-eastern port of Tuticorin, 
in Tamil Nadu. This port has a natural harbour 
and rich hinterland. Thus, it has a flourishinggs 
trade handling of a large variety of cargoes to 
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even our neighbouring countries like Sri 
Lanka, Maldives, etc. and the coastal regions 
of India. Chennai is one of the oldest artificial 
ports of the country. It is ranked next to 
Mumbai in terms of the volume of trade and 
cargo. Vishakhapatnam is the deepest 
landlocked and well-protected port. This port 
was, originally, conceived as an outlet for iron 
ore exports. Paradwip port located in Odisha, 
specialises in the export of iron ore. Kolkata is 
an inland riverine port. This port serves a very 
large and rich hinterland of Ganga- 
Brahmaputra basin. Being a tidal port, it 
requires constant dredging of Hoogly. Haldia 
port was developed as a subsidiary port, in 
order to relieve growing pressure on the 
Kolkata port. 


Fig. 7.8: Handling of oversize cargo at Tuticorin port 


Airways 


The air travel, today, is the fastest, most 
comfortable and prestigious mode of 
transport. It can cover very difficult terrains 


Why is air travel preferred in the north- 
eastern states? 


Fig. 7.9 
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12. What are the six mail channels to facilitate quick delivery? 


like high mountains, dreary deserts, dense 
forests and also long oceanic stretches with 
great ease. Think of the north-eastern part of 
the country, marked with the presence of big 
rivers, dissected relief, dense forests and 
frequent floods and international frontiers, 
etc. in the absence of air transport. Air travel 
has made access easier. 

The air transport was nationalised in 1953. 
Air India provides domestic and international 
air services. Pawanhans Helicopters Ltd. 
provides helicopter services to Oil and Natural 
Gas Corporation in its off-shore operations, to 
inaccessible areas and difficult terrains like the 
north-eastern states and the interior parts of 
Jammu and Kashmir, Himachal Pradesh and 
Uttarakhand. 


Find out the names of the countries connected 
by Air India. 


Air travel is not within the reach of the 
common people. It is only in the north-eastern 
states that special provisions are made to 
extend the services to the common people. 


Communication 


Ever since humans appeared on the earth, 
they have used different means of 
communication. But, the pace of change, has 
been rapid in modern times. Long distance 
communication is far easier without physical 
movement of the communicator or receiver. 
Personal communication and mass 
communication including television, radio, 
press, films, etc. are the major means of 
communication in the country. The Indian 
postal network is the largest in the world. It 
handles parcels as well as personal written 
communications. Cards and envelopes are 
considered first-class mail and are airlifted 
between stations covering both land and air. 
The second-class mail includes book packets, 
registered newspapers and periodicals. They 
e ove P la A 





13. What is considered the economic barometer of a country? 


14. What is favourable and unfavourable balance of trade? 


377 


Do you know? 

Digital India is an umbrella programme 
to prepare India for a knowledge based 
transformation. The focus of Digital India 
Programme is on being transformative to 
realise — IT (Indian Talent) + IT (Information 
Technology)=IT (India Tomorrow) and is 
on making technology central to enabling 
change. 


Fig.7.10 : Emergency call box on NH-8 


India has one of the largest telecom 
networks in Asia. Excluding urban places 
more than two-thirds of the villages in India 
have already been covered with Subscriber 
Trunk Dialling (STD) telephone facility. In order 
to strengthen the flow of information from 
the grassroot to the higher level, the 
government has made special provision to 
extend twenty-four hours STD facility to every 
village in the country. There is a uniform rate 
of STD facilities all over India. It has 
been made possible by integrating the 
development in space technology with 
communication technology. 

Mass communication provides 
entertainment and creates awareness among 
people about various national programmes 
and policies. It includes radio, television, 
newspapers, magazines, books and films. All 
India Radio (Akashwani) broadcasts a variety 
of programmes in national, regional and local 
languages for various categories of people, 
spread over different parts of the country. 
Doordarshan, the national television channel 
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of India, is one of the largest terrestrial 
networks in the world. It broadcasts a variety 
of programmes from entertainment, 
educational to sports, etc. for people of 
different age groups. 

India publishes a large number of 
newspapers and periodicals annually. They 
are of different types depending upon their 
periodicity. Newspapers are published in 
about 100 languages and dialects. Did you 
know that the largest number of newspapers 
published in the country are in Hindi, followed 
by English and Urdu? India is the largest 
producer of feature films in the world. It 
produces short films; video feature films and 
video short films. The Central Board of Film 
Certification is the authority to certify both 
Indian and foreign films. 


International Trade 


The exchange of goods among people, states 
and countries is referred to as trade. The 
market is the place where such exchanges 
take place. Trade between two countries is 
called international trade. It may take place 
through sea, air or land routes. While local 
trade is carried in cities, towns and villages, 


stat Aces i che UAT 
state: 


As the resources are space bound, no 
country can survive without international 
trade. Export and import are the components 
of trade. The balance of trade of a country is 
the difference between its export and import. 


, 


imports exceeds the value of exports, it is 
termed as unfavourable balance of trade. 
India has trade relations with all the major 
trading blocks and all geographical regions 
of the world. The commodities exported from 
India to other countries include gems and 
jewellery, chemicals and related products, 
agriculture and allied products, etc. 
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Political Parties 


Overview 


In this tour of democracy, we have come across political parties several 
times. In Class IX, we noticed the role of political parties in the rise of 
democracies, in the formation of constitutional designs, in electoral 
politics and in the making and working of governments. In this 
textbook, we have glanced at political parties as vehicles of federal 
sharing of political power and as negotiators of social divisions in 
the arena of democratic politics. Before concluding this tour, let us 
take a close look at the nature and working of political parties, 
especially in our country. We begin by asking two common questions: 
Why do we need parties? How many parties are good for a democracy? 
In the light of these, we introduce the national and regional political 
parties in today’s India and then look at what is wrong with political 
parties and what can be done about it. 


Chapter 6 





1. A government is expected to base its policies on the line 


2. What role losing party do after elections? 


3. Parties provide people access to 
implemented by the government. 


4. The rise o 


Ruling Party: Political 
party that runs 


government. 


is 


Parties play a decisive role inmaking 
laws for a country. Formally, laws are 
debated and passed in the legislature. But 
since most of the members belong to a 
party, they go by the direction of the 
party leadership, irrespective of their 
personal opinions. 


Parties form and run governments. 
As we noted last year, the big policy 
decisions are taken by political executive 
that comes from the political parties. 
Parties recruit leaders, train them and then 
make them ministers to run the 
government in the way they want. 


a — parties also 


mobilise opposition to the government. 

Parties shape public opinion. They 
raise and highlight issues. Parties have 
lakhs of members and activists spread 
all over the country. Many of the pressure 
groups are the extensions of political 
parties among different sections of 
society. Parties sometimes also launch 
movements for the resolution of 
problems faced by people. Often 
opinions in the society crystallise on the 
lines parties take. 


irectly linked to the 


emergence of representative democracies. 


responsive to people’s needs and 
demands. Otherwise people can reject 
those parties in the next elections. 


Necessity 


This list of functions in a sense answers 
the question asked above: we need 
political par ties because they perform all 
these functions. But we still need to ask 
why modern democracies cannot exist 
without political parties We can 
understand the necessity of political 
parties by imagining a situation without 
parties. Every candidate in the elections 
will be independent. So no one will be 
able to make any promises to the people 
about any major policy changes. The 
government may be formed, but its 
utility will remain ever uncertain. Elected 
representatives will be accountable to their 
constituency for what they do in the 
locality. But no one will be responsible 
for how the country will be run. 


We can also think about it by looking 
at the non-party based elections to the 
panchayat in many states. Although, the 
parties do not contest formally, it is 
generally noticed that the village gets split 
into more than one faction, each of 
which puts up a ‘panel’ of its candidates. 
This is exactly what the party does. That 
is the reason we find political parties in 
almost all countries of the world, 
whether these countries are big or small, 
old or new, developed or developing. 


"government machinery and welfare representative democracies. As wehave 


For an ordinary citizen it is easy to 
approach a local party leader than a 
government of ficer. That is why, they feel 
close to parties even when they do not 
fully trust them. Parties have to be 


seen, large societies need representative 
democracy. As societies became large 
and complex, they also needed some 
agency to gather different views on 
various issues and to present these to 
the government. They needed 





5. Who can form a political party? 


6. How many parties are registered with the Election 
Commission of India? 


some ways, to bring various oppose them. Political parties fulfill 


representatives together so that a these needs that every representative 


responsible government could be government has. We can say that 
formed. They needed a mechanism 
the 


government, make policies, justify or 


parties are a necessary condition for 


to support or restrain 


a democracy. 


2 s Categorise these photographs by the functions of political parties they 
Us ce illustrate. Find one photograph or news clipping from your own area for 
each of the functions listed above. 
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1: Activists of BJP Mahila Morcha demonstrate against hike in prices of onions and LPG in 
Visakhapatnam. 

2: Minister distributes Rs One lakh cheque to the families of hooch victims at their houses. 

3: Activists of CPI (M), CPI, OGP and JD (S) take out a rally in Bhubaneswar to protest against 
POSCO, the Korean steel company for being permitted by the State Government to export iron 
ore from Orissa to feed steel plants in China and Korea. 


“free to form a poieal party In this 
formal sense, there are a large number 
of political parties in each country. More) 


parties are effectively in the race to win 
elections and form the govemment. So 
the question, then is: how many major 
or effective parties are good for a 
democracy? 


_ Election Commission of India, But not 


all these parties are serious contenders in 
the elections. Usually only a handful of 


In some countries, only one party is 
allowed to control and run the government. 
These are called one-party systems. 








In Class IX, we noted that in China, only 
the Communist Party is allowed to rule. 
Although, legally speaking, people are 
free to form political par ties, it does not 
happen because the electoral system does 
not permit free competition for power. 
We cannot consider one-par ty system as 
a good option because this is not a 
democratic option. Any democratic 
system must allow at least two parties 
to compete in elections and provide a 
fair chance for the competing parties to 


come to power. 


In some countries, power usually 
changes between two main parties. 
Several other parties may exist, contest 
elections and win a few seats in the 
national legislatures. But only the two 
main parties have a serious chance of 
winning majority of seats to form 


government. Such a system is called 
roo ary yD 


If several parties compete for 
power, and more than two parties 
have a reasonable chance of coming 
to power either on their own strength 
ot in alliance with others, we call it a 
multiparty system. Thus in India, we 
have a multiparty system. In this 
system, the government is formed by 
various parties coming together in a 


e 


mas 


coalition. When several parties in a 
multi-party system join hands for the 
purpose of contesting elections and 
winning power, it is called an alliance 


ora front. For example, in India there) 


The multiparty system often appears 
very messy and leads to political 
instability. At the same time, this system 
allows a variety of interests and 
opinions to enjoy political 
representation. 

So, which of these is better? Perhaps 
the best answer to this very common 
question is that this is not a very good 
question. Party system is not something 
any country can choose. It evolves over 
along time, depending on the nature of 
society, its social and regional divisions, 
its history of politics and its system of 
elections. These cannot be changed very 
quickly Each country develops a party 
system that is conditioned by its special 
circumstances. For example, if India has 
evolved a multiparty system, it is because 
the social and geographical diversity in 
such a large country is not easily 
absorbed by two or even three parties. 
No system is ideal for all countries and 
all situations. 


7. Example of two party system? 
8. What were the three major alliance in India in 2004? 


I wonder how 
fele)fie(elt- Tal 
manage these 
coalitions. I can’t 
even remember 
the names of all 
the parties. 


Gev¢ e” Let us apply what we have learnt about party systems to the various 
states within India. Here are three major types of party systems that 
exist at the State level. Can you find the names of at least two States for each 


of these types? 
Two-party system 


Multiparty system with two alliances 


Multiparty system 








9. What are special facilities offered by election commission to 


olitical parties? 
10. When is a party recognised as State Party? 
Il. When is a party recognised as National Party? 
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Does the cartoon reflect the data graphics shown on the 


previous page? 


Democracies that follow a federal system 
all over the world tend to have two kinds 
of political parties: parties that are present 
in only one of the federal units and 
patties that are present in several or all 
units of the federation. This is the case in 
India as well. There are some country- 
wide parties, which are called ‘national 
parties’. These parties have their units in 
various states. But by and large, all these 
units follow the same policies, 
programmes and strategy that is decided 
at the national level. 


facilities are ‘recognised’ by the Election 
Commission for this purpose. That is 
why these parties are called, ‘recognised 
political parties’. The Election 
Commission has laid down detailed 
criteria of the proportion of votes and 
seats that a party must get in order to be 
a recognised party. A party that secures 
at least six per cent of the total votes in 
an election to the Legislative Assembly 
of a State and wins at least two seats is 


recognised as a State party. A party that | 


Whil eats all parties (ElSCHORS/AIFORE States aind Winis/aEleas®) 
equally, it offers some special facilities to four seats in the Lok Sabhais recognised _ 


(parties are given auniquesymbol—only) = According to this classification, there 
(the official candidates of that party ea) were six national recognised parties in 
(use that election symbol, Parties that get the country in 2006. Let us learn 


this privilege and some other special something about each of these parties. 








You already have so much money. Why do you 
want to contest the elections? 


¢ are.) 
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Does this 
suggest that in 
democracies 
people contest 
elections only 
to make money? 
But isn’t it true 
that there are 
rele) fiatett= lal 
committed to 
the well-being 
of the people? 


Can you identify which of the challenges described in this section are being 


highlighted in these cartoons (on pages 83 to 85)? What are the ways to curb 
the misuse of money and muscle power in politics? 


nnn eee ee eee eee eee 


In order to face these challenges, political 
parties need to be reformed. The 
question is: Are political parties willing 
to reform? If they are willing, what has 
prevented them from reforming so far? 
If they are not willing, is it possible to 
force them to reform? Citizens all over 


the world face this question. This is not prevent elected MLAs and MPs from _ 
a simple question to answer. In » QA 


democrac y, the final decision is made by 
leadets who represent political parties. 
People can replace them, but only by 
another set of party leaders. If all of 





them do not wish to reform, how can 
anyone force them to change? 

Let us look at some of the recent 
efforts and suggestions in our country 


to reform political parties and its leaders: 


—_— 


Now the law says that if any MLA or 


MP changes parties, he or she will lose 


the seat in the legislature. This new law 
La. Lal wA Li. 1f. un Te Ass 


Glossary 


Defection: Changing 
party allegiance from 
the party on which a 
person got elected (to a 
legislative body) to a 
different party. 





12. What happens when any MLA or MP changes party? 


Parties 


Politica 
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1. Why we felt democracy was better? 


How do we assess democracy’s outcomes? 





Do you remember how students in 
Madam Lyngdoh’s class argued about 
democracy? This was in Chapter 2 of 
Class IX textbook. It emerged from that 
conversation that democracy is a better 
form of government when compared 
with dictatorship or any other alternative. 


because it: 





Are these expectations realised under 
democracies? When we talk to people 
around us, most of them support 
democracy against other alternatives, 
such as rule by a monarch or military or 
religious leaders. But not so many of 
them would be satisfied with the 
democracy in practice. So we face a 
dilemma: democracy is seen to be good 


in principle, but felt to be not so good in 
its practice. This dilemma invites us to 
think hard about the outcomes of 
democracy. Do we prefer democracy 
only for moral reasons? Or are there 
some prudential reasons to support 
democracy too? 


Over a hundred countries of the 
world today claim and practice some 
kind of democratic politics: they have 
formal constitutions, they hold elections, 
they have parties and they guarantee rights 
of citizens. While these features are 
common to most of them, these 
democracies are very much different 
from each other in terms of their social 
situations, their economic achievements 
and their cultures. Clearly, what may be 
achieved or not achieved under each of 
these democracies will be very different. 
But is there something that we can expect 
from every democracy, just because it is 
democracy? 


Our interest in and fascination for 
democracy often pushes us into taking a 
position that democracy can address all 
socio-economic and political problems. 
If some of our expectations are not met, 
we start blaming the idea of democracy. 
Or, we start doubting if we are living in 
a democracy. The first step towards 
thinking carefully about the outcomes 
of democracy is to recognise that 
democracy is just a form of government. 
Itcan only create conditions for achieving 
something. The citizens have to take 
advantage of those conditions and 
achieve those goals. Let us examine some 
of the things we can reasonably expect 
from democracy and examine the record 
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Is democracy all about coping with multiple pressures and of democracy. 


accommodating diverse demands? 


MP changes parties, he or she will lose 


the seat in the legislature. This new law 
La. Lal wd Li. 16. Te Ass 





2. What should be the most basic outcome of democracy? 
3. Democracy is based on idea of? 


4. What is transparency in democracy? 


Accountable, responsive and legitimate government 


There are some things that democracy 
must provide. In a democracy, we are 
most concerned with ensuring that 
people will have the right to choose their 
rulers and people will have control over 
the rulers. Whenever possible and 
necessary, citizens should be able to 
participate in decision making, that affects 
them all. Therefore, 


Before we go into this question, we 
face another common question: Is the 
democratic government efficient? Is it 


effective? Some people think that will be based on norms and procedures. _ 


democracy produces less effective 
government. It is, of course, true that 
non-democratic rulers do not have to 
bother about deliberation in assemblies or 
worty about majorities and public opinion. 
So, they can be very quick and efficient in 
decision making and implementation. 


, some delay 
is bound to take place. Does that make 
democratic government inefficient? 


Let us think in terms of costs. 
Imagine a government that may take 
decisions very fast. But it may take 
decisions that are not accepted by the 
people and may therefore face problems. 
In contrast, the democratic government 
will take more time to follow 
procedures before arriving at a decision. 
But because it has followed procedures, 
its decisions may be both more 
acceptable to the people and more 
effective. So, the cost of time that 
democracy pays is perhaps worth it. 


Governmental Secrecy 
Moe fap DOME pr 2fe7 07m oonon 


Now look at the other side — 


So, a etizen who wants to know if a 


herefore, when we are 
trying to find out the outcomes of 
democracy, it is right to expect 
democracy to produce a government 
that follows procedures and is 
accountable to the people. We can also 
expect that the democratic government 
develops mechanisms for citizens to hold 
the government accountable and 
mechanisms for citizens to take part in 
decision making whenever they think fit 


If you wanted to measure 
democracies on the basis of this 
expected outcome, you would look for 
the following practices and institutions: 
regular, free and fair elections; open 
public debate on major policies and 


Can you think of what 
and how the 
government knows 
about you and your 
family (for example 
ration cards and 
voter identity cards)? 
What are the sources 
of information for you 
about the 
government? 
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Uutcomes of Democracy 





So, the best 
outcome of 
democracy is 
that it is a 
democracy! That 
is what we have 
discovered after 
all this mental 
gymnastics? 


Democracy is 
preferable 


legislations; and citizens’ right to 
information about the government and 
its functioning. The actual performance 
of democracies shows a mixed record 
on this. Democracies have had greater 
success in setting up regular and free 
elections and in setting up conditions for 


democracies fall short of elections that 


5. In what respect democratic government is better than its 


alternative? 


population. The routine tales of 
corruption are enough to convince us that 
democracy is not free of this evil. At the 
same time, there is nothing to show that 
non-democracies are less corrupt or 
mote sensitive to the people. 


open Public debate. But most democratic government is certainly) 


provide a fair chance to everyone and in 
subjecting every decision to public debate. 
Democratic governments do not have a 
very good record when it comes to 


It may be slow, less efficient, not always 


very responsive or clean. ee 


sharing information with citizens. All one © government, That is why there is an 


can say in favour of democratic regimes 
is that they are much better than any 
non-democratic regime in these respects. 


In substantive terms it may be 
reasonable to expect from democracy a 
government that is attentive to the needs 
and demands of the people and is largely 
free of corruption. The record of 
democracies is not impressive on these 
two counts. Democracies often frustrate 
the needs of the people and often ignore 
the demands of a majority of its 


Democracy is preferred 

over dictatorship 

South Asia everywhere except 
Pakistan 

Those who agree with one of 
the statements 


Bangladesh India Nepal Pakistan SriLanka 


69 70 «62 37 71 


Sometimes dictatorship 


Is better 


Doesn't 
matter tome 


14 1 


49 18 


overwhelming support for the idea of 
democracy all over the world. As the 
accompanying evidence from South 
Asia shows, the support exists in 
countries with democratic regimes as 
well as countries without democratic 
regimes. People wish to be ruled by 
representatives elected by them. They 
also believe that democracy is suitable 
for their country. Democracy’s ability 
to generate its own support is itself an 
outcome that cannot be ignored. 


Very few doubt the suitability of democracy 
for their own country 
How suitable is democracy for your country? 


Very suitable Suitable 


South Asia 
Bangladesh 





0 50 
Overwhelming support for democracy 
Those who agree with the rule of leaders elected by the people 

B Strongly agree Agree 
South Asia 
Sri Lanka 
Bangladesh 
India 
Nepal 
Pakistan 
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Source: SDSA Team, State of Democracy in South Asia, Delhi: Oxford University Press, 2007 





6. On what factors economic development depends? 


© RJ Matson - Cagle Cartoons Inc. 


Economic growth and development 


If democracies are expected to produce (G6 EEOH Oh OUNER|COURTHES) 


good governments, then is it not fair to 
expect that they would also produce 
development? Evidence shows that in 
practice many democracies did not fulfil 
this expectation. 


If you consider all democracies and 
all dictatorships for the fifty years between 
1950 and 2000, dictatorships have slightly 
higher rate of economic growth. The 
inability of democracy to achieve higher 
economic development worries us. But 
this alone cannot be reason to reject 
democracy. As you have already studied 


owever, the difference in 
the rates of economic development 
between less developed countries with 
dictatorships and democracies is 
negligible. Overall, we cannot say that 
democracy is a guarantee of economic 
development. But we can expect 
democracy not to lag behind 
dictatorships in this respect. 


When we find such significant 
difference in the rates of economic 
growth between countries under 


in economics, economic development dictatorship and democracy, it is better 
(pends '6n Several factors countey8 0 prefer democracy as it has several 
(Population size, global situations) other positive outcomes. 


The Rich Get Buff 


ECONOMIC GROWTH 
AND 
INCOME DISTRIBUTION 


GAINS 
2000-2006 


WAG Alencasorr re 
caglecartoons.com 


Cartoon on this page 
and next three pages tell 
us about the disparities 
between the rich and 
poor. Should the gains 
of economic growth be 
evenly distributed? How 
can the poor get a voice 
for a better share in a 
nation? What can the 
poor countries do to 
receive a greater share 
in the world’s wealth? 


Uutcomes 0 Democracy 





